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Executive Summary 
 Indiana is one of nine states that does not currently provide some form of state-funded Pre-Kindergarten 

(“Pre-K”), and is the only state in the Midwest not to do so. 

 Pre-K refers to targeted programming for children ages 3-5 years that emphasizes school readiness. Pre-K is 

distinct from childcare services for children ages 0-5 that focus primarily on health and safety outcomes. 

 Numerous research studies have concluded that there are positive short- and long-term educational, social, 

and economic outcomes for Pre-K programs serving children from low-income families. 

 These studies generally take into account not only academic achievement, but also reduced public 

expenditures on educational programs, reduced reliance on social services, reduced costs associated with 

crime and incarceration, and increased worker productivity contributing to additional tax revenue. 

 Critics of Pre-K programs suggest that improvements in student educational achievement levels “fade out,” 

i.e., the academic gains shown by students who participate in Pre-K programs disappear by 3rd or 4th grade. 

 Indiana can maximize the benefits of Pre-K by designing and implementing a school readiness program that 

is limited to four-year-olds from low-income families, and includes a rigorous accountability system to 

ensure both quality inputs and also positive learning outcomes.  

 The Center for Education & Career Innovation (“CECI”) recommends developing a voluntary, high-quality 

Pre-K program modeled from certain aspects of Florida’s voluntary Pre-K program. Emerging academic 

outcomes data from Florida show promising results. 

 HB1004 establishes a five-county pilot program to provide a voucher for four-year-olds who are eligible for 

free and reduced priced lunch (“F&R”).  The voucher could be used by families for either a full-day ($6,800) 

or half-day ($3,400) Pre-K program offered by eligible public and private providers.  

Fiscal Impact Estimate: HB1004  

(Utilization as % of HB1004-Eligible Population) 25% Utilization 50% Utilization 75% Utilization 100% Utilization 

Software 
(Startup + Ongoing Costs) 

$180,000 $180,000 $180,000 $180,000 

Ongoing Personnel $153,663 $153,663 $153,663 $153,663 

Pre-K Pilot Vouchers $2,534,118 $5,068,237 $7,602,355 $10,136,474 

New Choice Voucher 
(Assumes FY 2017) 

$27,324 $54,648 $81,972 $109,296 

Total Cost $2,895,106 $5,456,548 $8,017,991 $10,579,433 

 

 Assuming five counties of average population, the Indiana Office of Management and Budget (“OMB”) 

estimates that approximately 1,500 F&R-eligible four-year-olds would qualify for the HB1004 pilot. OMB 

estimates initial start-up costs for the Indiana Family and Social Services Administration (“FSSA”), which 

would be responsible for administering the pilot voucher program, to be approximately $650,000. 

 OMB estimates pilot program costs of $10,600,000 at 100% utilization, beginning in fiscal year 2016. 

 Sources of state funding could include a combination of new state appropriations and re-purposed federal 

and state CCDF dollars, as recommended by the Early Learning Advisory Committee (“ELAC”) established by 

the General Assembly in 2013. 

 



 

3 

 

 

Table of Contents 

Executive Summary ...................................................................................................................................................2 

Pre-Kindergarten Policy Discussion ...........................................................................................................................4 

National Landscape ................................................................................................................................................4 

Evidence Supporting Pre-K ....................................................................................................................................5 

Evidence Against Pre-K Programs ..........................................................................................................................7 

Lessons for Indiana ................................................................................................................................................9 

House Bill 1004 Fiscal Impact Analysis ................................................................................................................... 11 

Population Estimate ............................................................................................................................................ 11 

Voucher Cost Estimate ........................................................................................................................................ 12 

Use of the Voucher .......................................................................................................................................... 14 

Conclusion ............................................................................................................................................................... 15 

Appendix A .............................................................................................................................................................. 17 

Appendix B .............................................................................................................................................................. 19 

Appendix C .............................................................................................................................................................. 21 

Endnotes ................................................................................................................................................................. 25 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

4 

 

Pre-Kindergarten Policy Discussion 
 

Studies indicate that Pre-K can have a significant and lasting impact on a range of important adult 

outcomes.1 Further, many of these studies conclude that the long-term effects from Pre-K programs have a 

greater positive impact than programs focusing on later stage remediation.2 Remedial programs for children and 

youth with cognitive limitations generally have had a poor record of success.3 In addition, public job training 

programs, adult literacy services, prisoner rehabilitation programs, and education programs for disadvantaged 

adults have yielded low economic returns, with the returns for males often being negative.4 Even when later 

intervention shows benefits, the performance of these children is often still behind the performance of children 

who participated in quality Pre-K programs.5 

 

Numerous research studies have concluded that there are positive short- and long-term educational, 

social, and economic outcomes for Pre-K programs, especially for children from low-income families. These 

studies generally take into account not only academic achievement, but also reduced public expenditures on 

educational programs, reduced reliance on social services, reduced costs associated with crime and 

incarceration, and increased worker productivity contributing to additional tax revenue. The estimates of 

benefits per child served, net of program costs, range from about $1,400 per child to nearly $240,000 per child.6 

This translates into a ROI to the state for each dollar invested from $1.80 to $17.07.7 

 

Critics of early education and its impact often point to the fact that student gains “fade out” or 

“converge” and can no longer be seen after several years of schooling. It is relevant to note that some of the 

literature criticizing early education outcomes does not distinguish between Pre-K, which is defined as “an 

educational program for preschool-age children (typically three- and four-year-old children) with the explicit 

goal of providing enhanced age-appropriate experiences to improve school readiness,” and childcare, which 

refers to “basic child care programs for children ages 0-5 that focus on health and safety measures.”8 Moreover, 

test scores (and their convergence in elementary school) are not necessarily the only measure of Pre-K success. 

Even in programs with fadeout in achievement tests, children who enroll in early education go on to show 

positive effects for high school graduation, reduced teen pregnancy, years of education completed, increased 

lifetime earnings, and reduced crime. These impacts are larger for children living in or near poverty.  

 

National Landscape 
 

In 2012, there were approximately 52 state-funded Pre-K programs in 40 states and the District of 

Columbia, and only Hawaii, Idaho, Indiana, Mississippi, Montana, New Hampshire, North Dakota, South Dakota, 

Utah, Wyoming did not have some form of state funded Pre-K (Mississippi enacted a Pre-K program in 2013).9 

Nineteen states and the District of Columbia have some form of universal Pre-K or Universal Pre-K programs.10 

Twenty-seven states (not including the District of Columbia) have targeted Pre-K programs with income 

limitations.11 In 2012, the average state dollars spent for all Pre-K programs (full-day or half-day) in the U.S was 

approximately $3,841 per child.12 When local, federal and Temporary Assistance for Needy Families (“TANF” - 

the federal welfare program) funding is included, this figure increases to $4,596 per child.13 The average state 
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dollars spent by neighboring states (Illinois, Kentucky, Michigan & Ohio), was approximately $3,800 per child for 

half-day programs. The National Institute for Early Education Research (“NIEER”) estimates the cost for an 

optimal Pre-K program in Indiana is $4,253 per child.14 

 

Evidence Supporting Pre-K 
 

A large number of research studies conducted over the last 50 years have concluded that there are 

positive short- and long-term educational, social, and economic outcomes for Pre-K programs, which are 

particularly meaningful for children from low-income families. The three Pre-K programs most often cited as 

evidence of the benefits of Pre-K are High/Scope Perry Preschool, the Chicago Child-Parent Centers program, 

and the Abecedarian Project.  

 

The High/Scope Perry Preschool Project study tracked 123 high-risk children born in poverty.15 From 

1962–1967, at ages 3 and 4, the subjects were randomly divided into a program group that received a high-

quality Pre-K program and a comparison group who received no Pre-K program. The intensive half-day program 

offered small classes, teacher home visits, and detailed advice on how parents could assist with the promotion 

of cognitive and social development in the home. The study found that, at age 40, individuals who had the Pre-K 

program had higher earnings (averaging $5,000 a year more), were more likely to hold a job (76% vs. 62%), had 

committed fewer violent or drug-related crimes, and were more likely to have graduated from high school than 

adults who did not have Pre-K. The study identified costs of $17,599 and lifetime benefits of $284,086 per 

participant.16 Almost $200,000 of the estimated benefits resulted from reduced crime costs; only 35% of the 

participants were arrested five times or more in a 20-year period compared to 70% for non-participants. Costs 

to the K-12 educational system were reduced by $9,787 per participant and lifetime participant earnings were 

increased by $74,878.17 

 

In the Chicago Child-Parent Centers study,18 researchers evaluated 1,539 children who participated in a 

Pre-K program in low-income Chicago neighborhoods from 1983-1986. The program provided Pre-K in public 

schools along with family support services to low-income families. These children were measured against other 

children from similar neighborhoods who were assigned to random, external preschool programs. The two 

groups were followed for 15 years following the intervention. The study found that participating children had a 

29% higher rate of high school completion, a 33% lower rate of juvenile arrest, a 42% lower rate of arrests for 

violent crime, a 41% lower rate of special education placement, a 40% lower rate of grade retention, and a 51% 

lower rate of child maltreatment. Costs per participant were $8,224 and lifetime benefits were estimated to be 

$83,511.19 Savings attributed to reduced crime costs were $41,100 per participant and lifetime earnings 

increases were $34,123.20 

 

The Abecedarian Project study examined Pre-K provided to children from disadvantaged backgrounds 

born between 1972 and 1977 in North Carolina.21 The sample size was 111 children. The services were provided 

on a full-day, year-round basis; had a low teacher-child ratio (ranging from 1:3 for infants to 1:6 for 5-year-olds); 

and used a systematic curriculum of “educational games” emphasizing language development and cognitive 

skills. The costs were $70,697 per participant compared to an estimated $176,284 in cumulative benefits.22 The 
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study found that, by age 21, children who participated in the program had increases in reading and math 

achievement as well as modest increases in full-scale and verbal IQ, tended to complete more education, had a 

higher rate of post-secondary education (36% vs. 14%), a higher rate of having skilled jobs (47% vs. 27%) and 

were less likely to be a teen-aged parent (26% vs. 45%). The study did not examine or include reduced crime 

costs in the analysis. Costs to the K-12 education system were reduced by $9,841 per participant and lifetime 

earnings increased by $41,801.23 

 

All three of the above studies tracked the participants in the respective Pre-K programs well into 

adulthood and thus provide valuable longitudinal data about the educational, economic and social impact of the 

programs studied.  Proponents of Pre-K point out that all three programs resulted in significant, measurable 

benefits to both the participants and to society at large. 

 

In 1975, the New York State Education Department began a longitudinal evaluation of its Experimental 

Pre-Kindergarten (“EPK”) program. Data was collected from 1975 to 1982 on participating children’s test results, 

family background, teacher ratings, attendance, teachers’ observations, parent participation and children’s 

progress through school. The study found a $7 return for every $1 invested and concluded that the program was 

particularly effective for children from low-income families.24 

  

A study examining the effect of targeted Pre-K in Texas for disadvantaged children found positive effects 

ranging between 5% and 10% of one standard deviation25 in 3rd grade state test scores with the greatest 

positive gains by children both economically disadvantaged and limited English proficient.26  

 

In 2010, researchers from the University of Colorado released a meta-analysis of 123 comparative 

studies of early childhood interventions conducted over fifty years that were mostly focused on children from 

low-income families.27 The study found “significant” effects for children who attend Pre-K programs, both in 

cognitive outcomes, social skills and school process. Specifically, the researchers found that by third grade about 

one-third of the achievement gap is closed by Pre-K education; if only rigorous studies were included, the 

researchers concluded that the immediate impact on cognitive development was to close about 70% of the 

achievement gap. The study found that cognitive gains from Pre-K programs tended to be larger when programs 

focus on intentional teaching, small group learning, and individualized teaching and that Pre-K programs 

designed to emphasize these features were estimated to produce long-term cognitive effects equivalent in size 

to one half or more of the achievement gap between minority and white children or low-income and other 

children through the end of high school.  

 

Several studies have examined the intensive, full-day Pre-K program offered in the “Abbott” districts of 

New Jersey for three- and four-year-olds as a result of a class action lawsuit aimed at improving the equity and 

adequacy of funding for the lowest-income school districts. Residents in the Abbott districts were guaranteed 

access to high quality Pre-K programs as part of the court-ordered package of education services, including 

state-of-the-art facilities, a 1:10 staffing ratio, and teachers with a bachelor’s degree with a Pre-K 

specialization.28 The programs served 43,543 Pre-K children in 2011-12 at an average cost to the State of 

$12,846 per pupil. In 5th grade, the Abbott Pre-K program had a persistent positive impact on math and 

language scores; the gains were equivalent to six months of grade-level math and eight months of grade-level 
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language arts.29 The study also shows that children who received two years of Pre-K education at ages three and 

four experienced markedly larger gains than children with just one year of Pre-K, suggesting that the intensity 

and length of Pre-K interventions have an impact on their effectiveness. 

 

A 2004 study from the Yale University Child Study Center examining state efforts to evaluate the effects 

of Pre-K from 1977-2003 found that Michigan, Maryland and New York all reported statistically significant 

effects in both literacy and math for individuals participating in a Pre-K program.30 For Michigan, at fourth grade, 

24% more Pre-K participants passed the Michigan Educational Assessment Program literacy test and 16% more 

passed the mathematics test. The study found significant impacts in Maryland for both reading and math in fifth, 

eighth, ninth, and tenth (for math only) grades and significant impacts in New York for both reading and math in 

sixth grade. Across all three states, Pre-K participants were found to be 31% (Maryland at grade 10) to 44% 

(Maryland at grade 5 and Michigan at grade 3) less likely to have been retained for at least one grade level. 

 

A 2011 study from the Upjohn Institute for Employment Research examining Tulsa’s Pre-K program31 

found that children who qualify for free lunch were expected to experience percentage gains in terms of adult 

earnings benefits that were nearly twice as large as full-price-lunch children in half-day programs. The 

differential was even larger for children in full-day programs. The study found that the dollar effects and benefit-

cost ratios are similar across groups, with benefit-to-cost ratios of approximately 3 or 4 to 1. The study notes 

that because it was only considering the adult earnings benefit component, actual benefit-cost ratios were likely 

higher for disadvantaged children.32 

 

Evidence Against Pre-K Programs 
 

Critics of Pre-K programs often point to Head Start,33 the federal government’s largest and longest 

running program providing free health, nutritional, social and cognitive development services for disadvantaged 

children ages birth to 5 years, noting it has failed to produce long-term academic advantages for participants.34 

One study of the Head Start program published in 2012 concluded that the initial positive effects of the program 

faded almost entirely by the time the children reached third grade. After just three years, Head Start children 

were virtually indistinguishable from the comparison group in cognitive and social-emotional outcomes.35 It is 

relevant to note that Head Start’s mission focuses primarily on providing free childcare services to low-income 

children beginning at birth, although there is an educational component as well. 

 

Another study concluded that participants in Even Start (a small education program intended to 

integrate early education, adult education, and parenting education into “family literacy” programs in order to 

improve educational opportunities for low-income children and parents) did not make significantly greater gains 

compared with subjects not receiving services.36  Specifically, the study found that Even Start children and adults 

made gains on literacy assessments, but not more than adults and children in the control group, two-thirds of 

whom received no adult or early childhood education services. 

 

Critics of the High/Scope Perry Preschool, Chicago Child Parent Centers, and Abecedarian studies argue 

that the evaluated programs are not representative of the type of Pre-K or Kindergarten programs proposed by 
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today’s policymakers and that, because of their small sample size, the results may not be applicable to larger 

public programs.37 Both the High/Scope Perry Preschool Project and the Abecedarian studies had very small 

sample sizes (~100 children) and all three programs were multi-year intensive and costly interventions.38 Critics 

argue that no universal Pre-K program has been able to prove that students are more likely to graduate from 

high school, hold a job, or form more stable families.39 

 

Many of the studies criticizing the outcomes of Pre-K programs tend to focus on universal programs 

offered to all children, not programs offered only to children from low-income families. A 2003 report examining 

the effectiveness of Georgia’s universal Pre-K program concluded that participating children’s academic, social 

and communication skills peaked in the first grade, then declined through second grade.40 The study found that 

the average percentile test scores of children who remained on grade level in math, language arts, science and 

social studies all fell below the national average and were not systematically different from Georgia’s average 

student performance. 

 

A follow-up report, issued in 2005 by the same authors, found that children enrolled in the Pre-K 

program exceeded the national norm from Pre-K to the end of first grade on measures of receptive language 

(mean scores increased from 92.9 to 98.0), letter-word recognition (102.7 vs. 111.1), expressive language (90.7 

vs. 98.8), and problem-solving, but noted that the same general pattern of gains was found for all children 

studied, including children who did not attend Pre-K at all.41 Further, the study concluded there was no 

statistical difference in student outcomes based on the Pre-K program attended (state-funded, Head Start, 

private Pre-K). However, the study did find children from very low-income families had stronger cognitive 

outcomes if they attended a state-provided Pre-K program.42 

 

Initial research of Oklahoma’s Pre-K program indicated a positive, statistically significant impact on 

Kindergarten preparation, including an increase in cognitive/knowledge, language and motor skill scores.43 

However, a subsequent study by the Brookings Institution, which compared National Assessment of Education 

Progress (“NAEP”) results for Georgia and Oklahoma to other states, concluded there were questions regarding 

the long-term impact on student reading level achievement.44 The study noted that both Georgia and Oklahoma 

were in the bottom 10 performers on the percentage point change in fourth-grade reading tests between 1992 

and 2005 on the NAEP. Oklahoma was the worst performer of all states in terms of gains in fourth-grade reading 

between 1992 and 2005, actually losing 4 percentage points. 

 

A report analyzing the Tennessee voluntary Pre-K program found that by the end of first grade, there 

were no statistically significant differences between Pre-K participants and nonparticipants in achievement on 

assessments in literacy, language, and math.45 The report concludes that, while academic achievement effects 

were not sustained past Kindergarten, there were indications of possible effects on important non‐cognitive 

academic outcomes.46 

 

Finally, critics question the methodology used by some of the studies finding positive outcomes from 

Pre-K (e.g., the Tulsa and the Abbott studies). Specifically, these critics object to the use of an “age-cutoff 

regression discontinuity design” which potentially skews the statistical outcomes.47 These critics argue that 
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properly designed third-party randomized trials generate estimates of positive effects that are much smaller 

than those being generated using the age-cutoff regression discontinuity design.48 

 

Lessons for Indiana 
The Center for Evaluation & Education Policy Report 

 

In March 2013, Indiana University’s Center for Evaluation & Education Policy released an education 

policy brief examining the implementation of state-funded Pre-K in Indiana.49 The brief distinguishes between 

Pre-K for three- and four-year-olds, and childcare services for children ages birth to five years. The authors note 

that “[t]he return on the investment of publicly funded prekindergarten programs that are derived from 

academic gains translates into significantly reduced public expenditures on educational programs, reduced 

reliance on social services, reduced costs associated with crime and incarceration, and increased worker 

productivity contributing to additional tax revenue” and concludes that “[t]he research provides evidence that 

high-quality prekindergarten programs are a sound investment that generates revenue and tax savings that 

exceed the program costs.”50 

 

 The brief concludes that Indiana should fund voluntary, targeted Pre-K for at-risk four-year-olds and 

recommends a rigorous accountability system aligned to the research on evidence-based programs to ensure 

program providers are high-quality. Specifically, the brief recommends that the Indiana Pre-K program: 1) have a 

strong educational emphasis; 2) require programs to meet high standards of quality early education; 3) have 

evidence-based curricula; and 4) employ ongoing assessments and monitoring. The brief suggests that 

insufficient standards will most likely not bring about the desired educational outcomes among at-risk children 

or maximize Indiana’s investment in the program. 

 

A Florida Case Study 

 

Certain aspects of Florida’s universal voluntary Pre-K (“VPK”) program, launched in 2005 as the result of 

a state constitutional amendment passed in 2002, could serve as a model for Indiana.51 Florida’s program 

provides a $2,400 voucher to families who choose to enroll their four-year-olds in Pre-K. Children can enroll in 

either a half-day, 180-day school-year or a full-day, 90-day summer program, offered by any eligible public or 

private provider. All public school districts are required to offer a summer program. The school-year program 

requires teachers to have at least a Child Development Associate or equivalent credential. The summer program 

requires teachers to have obtained a bachelor’s degree. Beginning in 2011-2012, programs were required to 

follow “Florida Early Learning and Developmental Standards for Four-Year-Olds” which was adopted by the 

Florida State Board of Education in 2011. In the first year of the VPK program, approximately 49% of eligible 

students participated; 80% participation was not reached until the sixth year (2011-2012).52 More than 80 

percent of participating children are served in non-public school settings such as child care centers, Head Start, 

and faith-based programs.53 

 

The VPK program focuses on reading proficiency by third grade and screens Kindergarteners within the 

first 30 days to determine school readiness.54 The screening includes an early literacy measure and a 
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developmental measure.55 Legislation passed in 2012 provided for the implementation of a pre-and post-

assessment using the Florida VPK Assessment tool with the legislative intent to use the gains made by children 

while attending VPK as a component of the VPK Readiness Rates. Student Kindergarten screening scores are tied 

back to the Pre-K provider and used to develop provider ratings.56 Seventy percent or more of a provider’s 

students must be Kindergarten ready or the provider is subject to state intervention, including requiring the 

provider to submit a school improvement plan for approval, and to implement the plan, or placing the provider 

on probation and requiring corrective actions including the use of a Department of Education-approved 

curriculum or a staff development plan to strengthen instruction in language development and phonological 

awareness approved by the Department.57 If a provider remains on probation for two consecutive years, fails to 

meet the minimum Kindergarten readiness rate, and is not granted a good cause exemption by the Department, 

they are no longer eligible to participate in the program.58 The indicators to determine progress toward 

Kindergarten readiness are determined by the State Board once two successive years of assessment results are 

reported.  

 

Initial results for students participating in the VPK program have been positive.59 In 2012-2013, VPK 

participants outperformed nonparticipants on developmental Kindergarten readiness measures (95% ready vs. 

92% ready) and on the Florida Assessments for Instruction in Reading (81% vs. 72%).60 In 2008-2009 (the last 

year that the Dynamic Indicators of Basic Early Learning Skills (DIBELS) was used), VPK participants outperformed 

nonparticipants on Initial Sound Fluency (86% vs. 77%), but did worse on Letter Naming Fluency (73% vs. 77%).61 

 

The emphasis on reading proficiency also ties in with Florida’s policy to retain third graders who are not 

reading on grade level. As emphasized in the Florida Dept. of Education Statewide Literacy Plan, “it is easier to 

prevent literacy achievement gaps from starting during the early literacy years than it is to close achievement 

gaps once they have emerged.”62 Florida recognizes that identifying students with reading difficulties early is 

critical so that students can receive remediation before third grade, and that a statewide structure promoting 

reading must be in place that recognizes literacy as a statewide priority.63 

 

Between the 2005-2006 school year (the first year of the VPK program) and the 2009-2010 school year 

(the last year the original Florida’s Comprehensive Assessment Test (FCAT) was administered), the number of 3rd 

graders retained for not reading on grade level (e.g., a score below level 2 on the FCAT where level 1 is the 

lowest level) dropped from almost 10% to 6%.64 The number of 3rd graders retained went up slightly in 2010-11 

(to 7%) when Florida started administering a new, more rigorous, version of the FCAT and in 2011-12 (to 8%) 

when Florida increased the cut score for proficiency on the FCAT 2.0.65 Further, VPK participants outperformed 

nonparticipants on the FCAT for 3rd grade for Reading (82% vs. 73%) and Math (86% vs. 77%).66 
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House Bill 1004 Fiscal Impact Analysis 
 

 Every state is unique in its Pre-K funding structure.67 Some states choose to fund Pre-K through their 

statewide school funding formula.68 Other states have created a grant-based program, where traditional public, 

public charter, and private care providers can apply for and receive funds to initiate and maintain a Pre-K 

program. Some states limit their grant programs only to traditional public schools, leaving the decision of 

whether to initiate a local Pre-K program to the school. Other states require local government matching grants 

in varying amounts to help fund the state’s Pre-K program. A handful of states have adapted their Pre-K funding 

formula to a “dollar follows the child” model, where eligibility for funding rests with the child. This system, 

commonly referred to as a “voucher” system, certifies student eligibility through a voucher application. The 

parent may thereafter use the voucher to pay for the child’s Pre-K program at any provider the state deems 

eligible. Some states have tied provider eligibility to accountability metrics, while others only require the eligible 

provider to be a traditional public or public charter school. The funding structure of a Pre-K program usually 

reflects the state’s priorities. Some states prefer that childcare be provided by traditional public schools and 

funded directly on that basis, while other states take a more consumer-driven approach in directly funding 

families on a per pupil basis. 

  

HB1004 and Indiana’s existing education funding structure align with the consumer-driven model by 

primarily organizing its educational fiscal policies on a “dollars follow the child” basis. In accordance with 

HB1004, the following analysis assumes that Indiana would provide the following:   

 

1. $6,800 Full-Year (260-Day), Full-Day Voucher as described in House Bill 1004, Early education vouchers. 

2. $3,400 Full-Year (260-Day), Half-Day Voucher as described in House Bill 1004, Early education vouchers. 

 

To estimate the fiscal impact of HB1004’s pilot program, OMB first identified the population of eligible 

students. In HB1004, only four-year-olds within five Indiana counties (as determined by the Indiana Division of 

Family Resources (“DFR”)) are eligible for the pilot. HB1004 also provides that eligible state and federal dollars 

currently being applied to early learning or preschool initiatives must be exhausted prior to the expenditure of 

new state dollars; thus, the students currently enrolled in government-provided equivalent programs are 

removed from the eligible population. Full-day and half-day voucher dollar values of $6,800 and $3,400 

respectively are then applied to this population.  Finally, non-programmatic administrative, IT, and voucher 

eligibility-related costs must be accounted for to arrive at the final value. 

 

Population Estimate 
 

In determining the total cost to the state of Indiana for any Pre-K program, the number of eligible 

participants must first be estimated. The following is based on HB1004’s adoption of an F&R limited Pre-K pilot 

program. 185% of the federal poverty level is the threshold for reduced price meals (the threshold for free meals 

is 130%)..69 Indiana has a number of existing programs that provide some form of early learning, such as Head 

Start, Title I Pre-K, and the Child Care Development Fund (“CCDF)”.70 However, in an effort to ensure that any 
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new Pre-K program complements rather than replaces existing similar but not identical programs, the following 

estimate excludes from the pool of eligible four-year-olds only those four-year-olds who are enrolled in Title I 

Pre-K, high-quality Head Start, and those CCDF providers who meet the standards of quality recognized by a 

Level 3 or Level 4 paths to QUALITY program rating.71 After narrowing the eligible population by HB1004’s 

income limitations and excluding students already enrolled in equivalent government programs, OMB reduced 

the population to a five county estimate.72  See Appendix A for OMB’s methodology and rationale in arriving at 

an eligible F&R four-year-old population. 

 

Voucher Cost Estimate 
 

 After estimating the population for the five eligible counties, the cost of the voucher was then applied to 

each eligible recipient to arrive at the final fiscal impact estimate.  In estimating the number of full-day versus 

half-day recipients, OMB used fiscal year 2014 kindergarten program data, which enrolls 97.7% of students in 

full-day kindergarten and 2.3% in half-day kindergarten (See Appendix A., Step 4).73  At these percentages, full-

day students using a $6,800 voucher are estimated to cost $10,018,549 with half-day students using a $3,400 

voucher at $117,925.  Total voucher costs for both full- and half-time enrollees are estimated at $10,136,474 

beginning in fiscal year 2016.   

 

41,651 •Estimated  four-year-old population 
eligible for F&R 

13,734 
•4 Year Olds, Currently Enrolled in Govt.-
Provided Equivalent 

27,917 
Students 

•Estimated Indiana four-
year-olds eligible for 
F&R Limited Pre-K, 
not enrolled in HB1004 
equivalent 

1,508 Students 

Five County 4 Year Old 
Population 

27,917 x (5/92 Counties) 
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FY2015 FY2016 FY2017 FY2018 

New Choice Voucher Recipient $0 $0 $109,296 $218,592 

Pre-K Pilot Program Vouchers $0 $10,136,474 $10,136,474 $10,136,474 

Ongoing Personnel $153,663 $153,663 $153,663 $153,663 

Software (Startup + Ongoing Costs) $500,000 $180,000 $180,000 $180,000 

$653,663 

$10,470,137 $10,579,433 $10,688,729 

$0 

$2,000,000 

$4,000,000 

$6,000,000 

$8,000,000 

$10,000,000 

$12,000,000 

Pre-K Pilot Voucher Program Estimate - HB1004 

Finally, the costs of new choice eligibility, IT, and administration of the program were added to the total 

voucher cost to arrive at an estimated total cost of $10,579,433 in fiscal year 2016.74 These costs are broken 

down as follows: 

 

 FSSA Ongoing Personnel Estimates (See Appendix B):   

o $153,663 for three full-time personnel beginning in fiscal year 2015. 

 FSSA Software Estimates (See Appendix C): 

o $500,000 high-end estimate for start-up software to process applications and track 

student/provider outcomes in accordance with HB1004. 

o $180,000 high-end estimate for ongoing software and hardware maintenance and 

licensing. 

 New Choice Eligibility Estimates:75 

o $109,296 estimated voucher payments from tuition support to F&R eligible families that 

would have paid for accredited non-public tuition without access to a choice 

scholarship. 
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Use of the Voucher  
 

 Thus far, the fiscal impact analysis has assumed 100% utilization by eligible students in HB1004’s 

pilot program.  OMB believes it is unlikely the eligible population will reach full utilization, due to 

HB1004’s requirements of parental involvement, child attendance, and commitment to kindergarten 

enrollment for student eligibility.76  Because there is no available information on which to base a 

utilization estimate, the graph below is provided to demonstrate the reduced fiscal impact specific 

utilization rates might have on the cost of the program. 

 

 

 

 

  

25% 50% 75% 100% 

New Choice Voucher (Assumes FY 2017) $27,324 $54,648 $81,972 $109,296 

Pre-K Pilot Vouchers $2,534,118.50 $5,068,237.00 $7,602,355.50 $10,136,474.00 

Ongoing Personnel $153,663 $153,663 $153,663 $153,663 

Software (Startup + Ongoing Costs) $180,000 $180,000 $180,000 $180,000 

$2,895,106 

$5,456,548 

$8,017,991 

$10,579,433 

$0 

$2,000,000 

$4,000,000 

$6,000,000 

$8,000,000 

$10,000,000 

$12,000,000 

HB1004 Utilization Rate Application 

Utilization Rates 
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Conclusion 
  

Numerous research studies have concluded that there are positive short- and long-term educational, 

social, and economic outcomes for Pre-K programs for children from low-income families.  Most of these studies 

have concluded that states receive positive returns on investment for Pre-K programs taking into account not 

only academic achievement, but also reduced public expenditures on educational programs, reduced reliance on 

social services, reduced costs associated with crime and incarceration, and increased worker productivity, all 

contributing to additional tax revenue. The studies also find significant non-academic benefits to the 

participants, including increases in graduation rates, increased life earnings, and a lower likelihood of teen 

pregnancy and criminal incarceration. 

 
The primary criticism of Pre-K programs is that there is evidence that improvements in student 

educational achievement levels may “fade out” over time. Other critics point to the failure of the federally 

funded Head Start program to produce long-term academic advantages. Still others argue that much of the data 

regarding the positive effects of Pre-K comes from three early studies of programs (specifically, the High/Scope 

Perry Preschool, Chicago Child Parent Centers, and Abecedarian studies) that are dissimilar from Pre-K programs 

proposed by today’s policymakers. 

 
As a practical matter, almost all of the studies criticizing the outcomes of Pre-K focus on universal 

programs offered to all children, not programs offered only to low-income children. In addition, the studies 

criticizing Pre-K tend to discount or ignore the significant body of research detailing the benefits to both 

participants and society that are not purely related to achievement on academic indicators (e.g., reduced public 

expenditures on educational programs, reduced reliance on social services, reduced costs associated with crime 

and incarceration, and increased worker productivity). Finally, Head Start is not an “apples-to-apples” 

benchmark for Pre-K, because Head Start is primarily a childcare program focused on health and safety 

indicators. To the extent Head Start does overlap with Pre-K programs, the design of Head Start programs varies 

widely across states, making it difficult to draw conclusions about the program in its entirety. 

 
Indiana could maximize the benefits of Pre-K by implementing a program limited to four-year-olds from 

low-income families that is coupled with a rigorous accountability system to ensure program quality. Florida’s 

voluntary voucher program provides a model for Indiana, and Florida’s emerging longer-term academic 

outcomes provide a counter to the “fade out” argument.   CECI recommends that Indiana create a targeted Pre-

K voucher program for four-year-olds from families whose annual income does not exceed 185% of the federal 

poverty level. Families could utilize the voucher at either public or private providers, as long as providers meet 

pre-determined quality standards. Further, all providers should be subject to an accountability system that 

measures the kindergarten readiness of their students. Finally, the voucher could be used in either a school-year 

or an intensive summer program leading into Kindergarten. This would allow families to select the best learning 

option for their children. 

 
OMB estimates that approximately 1,500 Indiana children would be eligible to participate in HB1004’s 

pilot program limited to eligible F&R four-year-olds.  OMB estimates that a HB1004-based program providing a 
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voucher of $6,800 to full-time students and $3,400 to half-time students could cost $10,600,000 with full 

utilization.   

While there would be some administrative costs undertaken by FSSA in fiscal year 2015, the pilot 

program requires funding from the General Assembly during the 2015 legislative session in order to support 

implementation starting in fiscal year 2016.  CECI recommends that the ELAC, established by the General 

Assembly in 2013, study the flexibility of CCDF state matching dollars to determine how much funding could be 

repurposed without jeopardizing the federal funding that Indiana receives. CECI further recommends 

investigating whether the federal government will allow Head Start dollars to be repurposed for a Pre-K program 

funded by the state and designed as a voluntary voucher initiative. It should be noted that the timeline for 

determining flexibility and implementing any federally approved funding allocation changes could take a 

considerable amount of time, and this timetable would not necessarily be under the control of the ELAC or the 

state.  
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Appendix A 
 

The formulation below demonstrates OMB’s methodology and rationale for the HB1004 fiscal impact estimate: 
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Non Public, F&R Lunch Student Estimate 

Public F&R Lunch Student Estimate 

6,365 

Number of nonpublic accredited 

kindergarten students, total, fiscal 

year 2013 

12% 
Estimated percent nonpublic 

accredited F&R lunch students 

9,005 K-12 nonpublic accredited student 

enrollment, F&R Lunch qualified, FY13 

76,850 K-12 nonpublic accredited student 

enrollment, FY13 

746 
Non-public, accredited estimated F&R lunch 

percentage applied to average number of nonpublic 

accredited kindergarten students 
40,905 

Total number of public school 

kindergarten students eligible for 

F&R, fiscal year 2013 

Sum = 41,651 
Total estimated public and nonpublic accredited 

kindergarten students eligible for F&R 

41,651 = 4 Year Old Statewide, F&R Estimate 

1. Determine total 4-year -old Free or 

Reduced Price (“F&R”) lunch population. 

2. Reduce total by population currently 

using government-provided equivalents. 
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2,604 
 

Title I age 4 preschool students FY14. (60.46% estimate of combined FSSA 3 and 4 
y/o program enrollment) 

9,230 
Head Start age 4 preschool students FY14. (60.46% estimate of combined FSSA 3 and 4 y/o 
program enrollment) 

1,900 
CCDF (Level 3 and 4 only), 4 y/o  preschool students FY14. (56% estimate of combined FSSA 3 and 4 
y/o program enrollment) 

13,734 = 4 Year Olds, Currently Enrolled in Govt.-Provided Equivalent 

27,917 = 4 Year Old Statewide F&R Voucher Eligible 

Population 

.054 = 5 of 92 Counties.  Assumes 5 selected counties will have average population when combined. 

1,508 = 4 Year Old, 5 County Population F&R Estimate 

$10,018,549 = 97.7% at Full Day, $6,800 (replicates FDK) 

enrollment) 

$117,925. = 2.3% at Half Day, $3,400 (replicates FDK) 

enrollment) 
$10,136,474= Sum of half and full day pilot pre-k voucher costs 

$109,296/yr. = Eventual Choice Pre-K Recipients who would have paid for non-public K (27 students) 

$10,245,770= Net Impact of Program 

$500,000 = High-End Software Start-Up Cost.  FSSA Projection 

$333,663 = On-Going Costs (3 Staff and $180K in Software Maintenance/Licensing).  FSSA Projection 

FY’15: $653,663 = Start-Up in FY’15 ($500K software, $154K personnel) 

FY’16: $10,470,137 = Ongoing Pilot Costs + $154K personnel + $180K software maintenance  

FY’17+: $10,579,433 = Ongoing Pilot Costs + $154K personnel + $180K software maintenance + $164K Voucher 

 

Cost only applied to FY’15 

Costs begin in FY’16 

Costs begin in FY’17, but are added on top of last year’s total with each year’s class of voucher 

recipients 

Costs begin in FY’16 

3. Apply 5 

County Limit 

4. Apply Full/Half Day Values 

5. Choice 

Costs 

6. Admin 

Costs 
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Appendix B77 
 

Staff needed to administer HB1004 as written 1/21/14 

Overall Staffing Needs   

Staffing would be needed full-time year round due to the increasing number of school districts and private Pre-K 

programs that operate full-year programming and meet the eligibility requirements for the scholarship. Family 

enrollment would be throughout the year as children may enter and leave the Pre-K program. Additionally, 

HB1004 allows for alternative programming such as summer school readiness programs.  

 

Program Manager: anticipated starting salary $38,000 plus benefits 

 Responsible for policy development and implementation including documentation required for eligibility 

of both families and programs, program requirements for claims and reimbursement, child outcome 

measurements. 

 Coordination between Head Start and CCDF to ensure that federal draw-downs are not compromised, 

that funds are utilized effectively and efficiently to maximize and leverage state and federal funds. 

 Coordination with local Child Care Resource and Referral offices, CCDF intake offices, IDOE and the local 

school corporations with the goal to create an effective system of early childhood education that serves 

families in a coordinated way. 

 Coordination with the ELAC on the use of the Kindergarten Readiness assessment tool selection, 

implementation and ongoing utilization and on other Early Learning goals and initiatives. 

 Coordinate with third party researchers to gather data necessary to show evidence of the effectiveness 

of the pilot. 

 Implement the probationary and termination process for programs that are not reaching required 

accountability standards. 

 Oversight of the changes to the software system needed to ensure accurate payments, family eligibility, 

and longitudinal data system development between Pre-K and K-12 systems. 

 Coordinate with IDOE, IAEYC, IACCRR and higher education to ensure that quality improvement supports 

are available as needed. 

 Provide ongoing technical assistance to programs to ensure accountability, quality improvement and 

child outcomes. 

 Development a model of family engagement as required, provide training and technical assistance to 

programs to ensure family engagement activities occur as required for participation. 

 Develop a program agreement that outlines program requirements for participation. 

 Develop and complete monthly, quarterly and annual program reporting as needed including school 

readiness measures. 

 

Monitoring Human Services Consultant: $30,000 plus benefits 

 On-going monitoring of program integrity including the accuracy of payments received by programs, 

accuracy of family eligibility, cross matching of other programs to ensure that “double dipping” of 

federal and state benefits is not occurring. 
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 Coordinate with vendors responsible for the time and attendance payment system and the automated 

eligibility system to ensure accuracy and functionality needed for ongoing implementation of the 

program. 

 Train and provide ongoing assistance to family eligibility intake offices on the enrollment of children in 

the program. 

 Monitor fund utilization, family participation, program activity including child attendance and use of the 

POS machine and automated time and attendance payment system. 

 Develop and complete monthly, quarterly and annual compliance and budget utilization reporting as 

needed. 

 Collect, review and calculate assessment data to determine passage rate compliance, probations and 

termination of program eligibility. 

 

Administrative Assistant: $26,000 plus benefits 

 Assist with program enrollment in the CCIS system needed to track program eligibility, including the 

completion of program agreements. 

 Staff the ELAC meetings including meeting planning, room reservations, drafting and disseminating 

minutes and other documents. 

 Assist with the enrollment of families in the AIS system, including the completion of family agreements. 

 Assist with family/program communication including any potential negative action on eligibility and 

payments. 

 Assist with outreach to families and programs to ensure consistent accurate information available to all 

and to promote participation of families most in need of Pre-K services. 

 Assist with the assignment of a Student Test Number for the children attending private Pre-K programs. 

 Assist with rule promulgation as needed. 

 Assist with required reporting as needed. 
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Appendix C78 
 

PRE-K CHILD CARE PROGRAM 

ROUGH AUTOMATION ESTIMATES 

 

Summary of Program- Assumptions: 

Pre-K funds for a scholarship program at eligible facilities.  For children to earn vouchers, children must be 4 

years old and at or below 185% of the federal poverty level.  There will be four reimbursement rates:  1) school 

year full-time; 2) school year part-time; 3) summer full-time; 4) summer part-time.  Funding will be from Pre-K 

funds so these children will not be counted in CCDF reporting. 

 

Pilot: 

The program will initially start as a pilot program in five counties:  Marion, Lake, 2 medium counties and 1 rural 

county.   

 

Automation Considerations: 

With many details of the program still unknown, it is challenging to provide specific costs for automating the 

program.  An attempt is made here to estimate low, medium and high costs for major components of 

automating this program based on various options that could be selected. 

 

Provider Requirements:   

The costs of implementing an automated solution for tracking the requirements for providers 

participating in this program can range from no cost at all by utilizing existing systems to some 

significant costs. 

 

Low: If the requirement is that participating providers must meet existing State of Indiana 

child care requirements, such as meeting Licensed Center or Home requirements and attaining 

the Paths to QUALITY Level 3 or 4 standards.  Providers would be inspected with no changes to 

the tablet-based Wireless Webforms solution and tracked in CCIS with no changes needed to 

the software. 

 

Med: Should there be additional or different requirements for a provider to participate than 

what currently exists, some modifications would be needed to the CCIS program to handle these 

variances. 

   

 High: For new requirements that don’t currently exist, a new inspection form will likely be 

needed.  This form could be integrated into the mobile Wireless Webforms technology to enable 
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inspectors to enter inspection results in a tablet while in the field and transfer that data to CCIS, 

as opposed to a paper-based inspection process. 

 

Range Description Staff Costs 

Low 
No changes necessary to CCIS or 
WW. 

n/a $0 

Med 

Modifications on 2-3 screens in 
CCIS, possibly a new screen or 
two.  Implementation of a new 
type of provider in software. 

 PM, 80-160 hrs 

 1 Developer, 80-
160 hrs 

 Tester, 40-80 hrs 

 BA, 20-40 hrs 

$12,500 - 
$25,000 

High 

New screens, modifications to 
multiple existing screens and 
implementation of WW 
solution. 

 PM, 120-240 hrs 

 1 Developer, 120-
240 hrs 

 WW tech, 80-160 
hrs 

 Tester, 60-120 hrs 

 BA, 30-60 hrs 

$25,000 - 
$50,000 

 

 Eligibility and Voucher Tracking: 

BCC currently utilizes the Automated Intake System (AIS) statewide for eligibility and voucher tracking in 

the CCDF program.  This system has been in place for 10 years, was custom-built for the Indiana CCDF 

program and currently tracks only CCDF children and families, and interfaces with CCIS to import 

providers that are eligible to serve CCDF children. 

 

Utilizing the existing AIS system to track a set of children, families and providers that have different 

eligibility requirements and are not to be included with the CCDF federal reporting would be a 

significant risk, particularly considering that the program is a pilot and only for 1,000 children (versus the 

53,000 unique children that are served annually in the CCDF program). 

 

It is recommended that the State of Indiana utilize a separate system to track participants in the Pre-K 

program to apply business rules unique to this program and eliminate the risk of negatively impacting 

the existing CCDF system.  The Automated Child Eligibility System (ACES), a child care eligibility system 

developed by TCC is recommended for this project.  TCC can provide the software itself at no cost to the 

state, with the only costs being in the customization and service costs of maintaining the system.  The 

amount of time and costs of implementing the ACES system versus modifying the existing AIS system 

would most like be comparable, without many of the risks associated with modifying the existing AIS 

system. 

 

The costs of customization can vary greatly depending on the amount of functionality needed for this 

system.  Some components that can greatly affect the amount of customization include: 
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o Complexity of Eligibility Requirements 

o Source of Provider data 

o Reporting 

o Required Data Fields 

o Interfaces 

o Wait List 

o Budgeting 

o Scanning 

 

Range Description Staff Costs 

Low 
3-4 months to stand up 
ACES, minimal amount of 
customization. 

Development team with 2 
programmers, tester, 
network admin, trainer, etc. 
(3-4 months).  Two half time 
staff to maintain each year 
(help desk and tech).    

$120,000 - 
$150,000 one 
time, $100,000 
per year to 
maintain. 

Med 
5-6 months to stand up 
ACES, medium amount of 
customization. 

Development team with 2-3 
programmers, tester, 
network admin, trainer, etc. 
(5-6 months).  Two ¾ time 
staff to maintain each year 
(help desk and tech).    

$180,000 - 
$250,000 one 
time, $140,000 
per year to 
maintain. 

High 
6-9 months to stand up 
ACES, large amount of 
customization. 

Development team with 2 
programmers, tester, 
network admin, trainer, etc. 
(6-9 months).  Two full time 
staff to maintain each year 
(help desk and tech).    

$250,000 - 
$350,000 one 
time, $180,000 
per year to 
maintain. 

 

 

 Payments: 

The process and costs for paying providers can vary greatly based on the number of business rules for 

payments, the number of payment rate types, and who will be paying providers.  There are risks and 

challenges in utilizing the current CCDF swipe card system.  

  

Low:   At a minimum, ACES would need the capability to track attendance.  Provided the 

attendance rules are not very complex, this can be handled by a screen that the providers can 

access over the web to enter attendance.  A report would then be produced to be delivered to 

FSSA Claims for payment to the providers on regular schedule. 

 

Med: ACES could also interface with a payment entity to send data on payments directly to a 

payment vendor that would deposit funds in provider’s checking accounts.   



 

24 

 

 

High:  A POS device could be installed at each provider site to track attendance.  If the current 

(or new CRO vendor) POS devices could be used, an updated interface to the CRO vendor would 

need to be developed and a significant amount of testing would be needed to ensure no impact 

to the existing interface and payment process.  Without currently know the CCDF payment 

vendor in the future, there are a number of unknowns related to this option. 

 

 

Range Description Staff Costs 

Low 

Add a simple attendance 
tracking module to ACES, and 
send report to State for 
payment to providers. 

 PM, 80-160 hrs 

 1 Developer, 80-
160 hrs 

 Tester, 40-80 hrs 

 BA, 20-40 hrs 

$12,500 - 
$25,000 

Med 

Add a more detailed attendance 
tracking system to ACES, 
additional reports and interface 
with a payment vendor. 

 PM, 120-240 hrs 

 1-2 Developers, 
120-240 hrs 

 Tester, 60-120 hrs 

 BA, 30-60 hrs 

$25,000 - 
$75,000 

High 

Utilize a POS device to track 
attendance at each location.  
Build interface, test thoroughly, 
question about who CRO vendor 
will be in future. 

 PM, 80-160 hrs 

 2 Developers, 80-
160 hrs 

 Tester, 40-80 hrs 

 BA, 20-40 hrs 

$50,000 – 
$150,000 

 

Equipment: 

Minimal equipment costs will include a new server for production ACES, and other associated hardware 

such as routers and firewalls.  Hardware costs would rise if POS devices are needed, providers need PC’s, 

etc. 

Range Description Costs 

Low – 
High 

Server and associated equip 
$20,000 - 
$60,000 

 

TOTALS: 

 

Range Estimated One-Time Costs Estimated Ongoing Annual Costs 

Low $152,500 – $235,000 $100,000 / yr. 

Med $257,500 -- $390,000 $140,000 / yr. 

High $385,000 - $610,000 $180,000 / yr. 
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